
GErlr;RAL GOVERNMLN- 
DIVISION 

Mr Jukan R Dugas 
City Admnlstrator 

b Dlstrlct of Columbxa Government L 
Washmgton, D i ZOO04 

Dear rvlr Dugas 

We '3ave been studylng the Dls?;rict+s motor Jehlcle management 
actlvltles to determlne how effectively and economrcally the city 
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acquires and malntalns Its ve'?lcles During our study, which is not 
yet complete, we noted that the Department of Hurran ResoLirces (DHR) c21 
apparently VIolated Federal grant regulatxns by spending $8,740 of 
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Denartment of Health, Education, ana Welfare (FEW) grant fund3 for -2% 
leasing ttio lntermedlate sedans (equipped vllth axr-coqdltlonlng, 

up AM-FM radio, deluxe wheel covers, and radial tires) whxn were rot used 
for grant Duroose2 In addition, other Federal regulations regarolng 
llirlts on vehicle size and purchase n-Ice were circumvented We are 
reporGlng this matter at this time because we bellevE Lt warrants 
lmmedlate attention Comments of the DI-IR Director, acd the Department 
of General Services (DGS) Dlrecior have been coasldered In the 
preparation of this report 

In May 1974, DHR Informed HEW that two automobiles would be 
purchased with grant funds awarded for ma:ernlty-infant care and children- 
youth proJects In November 1974, DHR requested HEd+s permlsslon to lease 
rather than purcrlase the vehicles DrIR stated that it tias lmposslble to 
purchase an autofl?oblle ~JL thin the purchase prxe lxrfitatlon Imposed by 
Dxstrlct regulakons Federal law which applied to r;he District and was 
In effect at tne cLm2 xnposea a $2,100 per verllcle lxmxtitatlon lhe 
stated purpose of acquiring tk \rehlcles was to provide the staff and 
the proJect alrector rylith Lransportatlon to health cllnx sites and 
proJect related meetLngs blthln DHR ana Lne D.LsT~J?~c~ corn-unity The 
request was approvea oy HFW with the stlpulatlon that the transactlon 
be carried out wltnln tne approved ouaget limits 

Each of the two revised grant budgets subsequently submltted to HEW 
DY DHR allotted $3 000 for a sedan The budget Justiflcatlon for the 
maternltv-infant care grant stated that the sedan would serve the proJect 
staff and clinics as need& Ihe cQldrcn-youth grarlt budget stated that 
the automobile, whlcb along qlth other cqulpqent, was needed l-r the 
cllnrcs' operation and woula provLde transportatsoL? for core staff and 
other DhR staff whrie on offLc,al dukes 



/ In revleTTIng ';he lease proposal, DGS asked DYR In December 1974 to 
reconsider Its plans, based on the following lnformatlon 

(1) The requested vehicles were performance-orlented, used prlqarlly 
by police, and cost more to operate and malntaln than smaller 
cars (GSA Federal Management Circular 74-1 (Jan 21, 1974), 
which the Dlstrlct follows, suggests that only vehicles with 
mlnlmum body and engine size and maximum fuel efflclency be 
acquired ) 

(2) Air-condltionlng had to be speclflcally authorized by the grant 
or by the Director, DGS 

DGS also asked that the intended use of the vehicles be restated with full 
supporting evidence 

The DHR Director responded by saying that an urgent program requlre- 
ment existed for the two vehicles authorized for purchase by the grants 
He asked that arrangements be made for lease with option to purchase and 
assured DGS that funding required for the lease in excess of the grant 
authorizations would be provided by other funds DGS offlclals said that 
although DHR did not submit the requested documentatlon,blds on the lease 
were solicited because HEW had granted permissIon to acquire the vehicles 

The Dlstrlct Materiel Management Manual requires that all air-condltloneo 
vehicle requests, except Police aqd Fire Department passenger carrying 
vehicles, ?lust be approved prior to bid solicitation by the District 
Office of Budget and Flnanclal Management (OBFM) The DGS Director told 
us DGS solicited bids for the sedans without OBFM's approval because the 
vehicles were urgently needed The Director said that a misunderstanding 
among his staff led to the air-condltlonlng being approved He added that 
he never approved nor would he ever approve air-conditioning without some 
form of Justification 

In March 1975 a one-year contract was entered into for lease of the 
sedans at an annual cost of $7,878 Including $840 for insurance Fuel 
and maintenance was to be provided by the District An option to renew 
the lease for two additional one-year terms was provided From the lncep'clop 
of the contract through April 1976, DHR paid $8,470 for rent of the vehicles 

Although the lease had expired in April 1976, DHR continued to use the 
vehuzles HEW authorized purchase or continued leasing of the automobiles 
on July Ll, 1976 On July 30, 1976, we met with the DHR Director and 
questioned the lease arrangement and the vehicles' use in relation to that 
autborlzed by the grants In August 1976, DHR made arrangements to purchase 
with grant funds the used sedans for $2,900 each Along with the lental 
payments of $1,970 for May-July 1976 which are now being processed, the 
total costs for leasing and purchasing the vehicles will be $16,240 or 
about $8,000 per vehicle A leasing company official indicated that If the 
automobiles lnltially had been purchased rather than leased the cost would 
have been $5$300 per vehicle DHR could not halre Purchased the vehicles 
at that price becaluse of the $2,100 llmltatlon imposed by law 
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In 1c.s annual report to DHR on motor fleet operations, DLS intends 
IL , to point out that 12 sedans and station wagons, which by Dlstrlct standards, 

were underutlllzed during fiscal year 1976 One of these vehicles accumu- 
lated only 627 miles (compared to a 12,000 mile standard) over the 12-month 
period We therefore question whether a need actually exists for the two 
sedans which DHR plans to purchase using grant funds 

HEW approved DHR"s lnltlal request to acquire the vehicles based on 
DHR's statement that they would be used In connection with maternity- 
infant care and children-youth proJects The HEW offlclal who gave DHR 
the authority to either continue to lease or purchase the vehicles said 
that he assumed the automobiles would be used for grant proJect actlvizies 

The DHR Materpal and Child Health DLvlslon Acting Chief, who oversee? 
the proJects, said that the vehicles have never been used by proJect staff 
Furthermore, the former Dlvlslon Chief who initiated the request, said 
that these specific vehicle, Q were never Intended for exclusive use in the 
pro.-jects The Chief said that when transportation was needed, the District 
or DHR motor pools were used It was reasoned that by assigning these 
vehicles to a motor pool the proJects would, in effect, be paying for their 
transportation The vehicles, however, were never assigned to the Dlstrlct 
or DHR motor pool 

The DHR Director told us that the vehicles were used by personnel 
from his offices In the Dlstrlct Bullding (The proJects' admlnlstrdtlve 
offices are locatea at 1875 Connecticut Avenue, NW ) The PHR Transportation 
Officer stated that one is used for the DHR Director's home-to-work trans- 
portatlon because he 1s cn 24-hour call The DHR Director also told us 
that no travel logs (a s required by the DHR Standard Operating Procedures 
Handbook) were kept because the varied use of the vehicles made it imprac- 
ticable On July 26, 1976, the vehicles' odometers showed that they were 
driven 18,622 and 12,198 miles, respectively However, in the absence 
of travel logs, we could not verify actual usage 

According to the DHR Director, informal DHR-HEW operating arrange- 
ments permit grant-funded equipment to be used in other DHR operations 
Yowever, DHR did not provide us with documentatior to substantiate such 
an arrangement He said also that, because the Director's Office has 
responslblllty for overseeing programs, including those funded b/ maternal 
and child health grants, in locations around the city, the deployment of 
the vehicles is JUStified The HEW grant approval, however, does not 
authorize DHR to use the vehicles for general DHR program purposes 

We believe that unless the vehicles are used for grant purposes9 It 
15 InapproprIate to charge lease or purchase costs to grant funds The 
use of appropriated funds for lease or purchase costs could lead to viola- 
tlons of Federal statutes (31 U S C 638a) which state that no approprla- 
tlon shall be expended to purchase or hire passenger motor vehicles, unless 
speclflcallg authorized The Dlstrlct's fiscal year 1976 budget and pro- 
posed fiscal year 1977 budget do not request authority to rent passenger 
vehicles for DHR The proposed flsLa1 year 1977 budget dogs not either 
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provide funds or request authority for the purchase of motor venlcles 
for DHR 

Federal and HEW regulations (FMC 74-4 and 45 CFR 74, Apperhx C) 
state that In order to be allowable, expenditures from a grant must be 

necessary and reasonable for proper and efflclent admlnlstratlon of the 
grant program By fundlrg and using the veh-t.cles as discussed, BHR 
vIolated Fexral and HFW regulations and the terms of the maternrty- 
infant care and children-youth gnants Unless the vehicles are used as 
authorized by the grants, the vlolatlon continues Furthermore, by 
leasing the "performance-orIented" vehicles at an annual cost In excess 
of $3,900 each, DHR clrcumvented the Intent of the $2,100 purchase price 
llmltatlon and failed to acquire the most economical vehicle possible as 
required by FMC 74-l The planned acquLsI-tlon of the two used vehicles 
for $2,900 each after they had been leased appears to circumvent the new 
purchase price celling of $2,700 plus the cost of appropriate accessories 

We therefore recommend that DHR be required to 

--provide adequate Justlflcatlon and obtain required approvals 
before acqulrlng vehicles and related accessories, 

--arrange for reimbursing the grant accounts for the vehicle costs 
incurred while they were used for non-grant proJect purposes, 

--adhere to Federal and HEW requirements governing vehicle use and 
acqu1sltion, 

--adhere to DHR's regulations requlrlng travel logs to be malntalned 
for each vehicle, 

--obtain Congressional approval if appropriated funds are to be 
used for vehicle costs, 

--determIne whether there 1s an actual need for the vehicles and, 
lf so, acquire more economical vehicles than the exlstlng ones 

Copies of this report are being sent to t"le Mabor, City Council, 
OffIce of Management and Budget Systems, Department of Human Resources, 
Department of General Services, D C Auditor, and the Office of Munlclpal 
Audit and Inspection 

Please advise us wlthln 30 days of tne actlon you take on this matter 

Sincerely yoursI 

/ 1“ ‘1 / 
Frank Me&co 
Assistant D-Lrecr;or 
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